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Market Overview
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Size: massive market size of 1.36 billion
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Potential: only 7% of this population now trave'ri
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Growth: number of outbound travelers to double in next 6 years to
200 million

U.S. Market Share: only 3% of outbound Chinese travelers are now
traveling to the U.S.
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China Outbound Travel Market

2003 20.22 million
2012 83 million (6% of China’s population!)
2013 97 million

2014 est. 114 million
2020 est. 200 million
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Chinese Visitors to the U.S.
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2003 Under 200,000
2013 1.8 million (+22.6%) #5 ove

2014 est. 2.18 million (+21%) #4 6vers
market -t

2017 est. 3.66 million (+18% ) #30

verSee
market 1.

2018 est. 4.31 million (+18%) #2 overseas
market

2020 — est. 4.8 million (+11%) #1 overseas
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Chinese Spend

Disposable Income

® Chinese disposable income is growing at 20% per year

® Chinese middle and upper class spend 19% of their
disposable income on travel == <==7" - & —
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Spend

The Chinese Currency (YUAN) is apprecnatmg maklng travel
to the US increasingly affordable

Chinese spend on average $6,000 per person per trip to the
US (highest)
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Chinese Visitation to Arizona
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China Alrlift to the US

Key China Source Markets

Beijing ; Shef‘yang
GDP:253.9 St
Population:20.2m s b Ladan
GDP:309.52b
GDP:103.17b Population:23m
Ay * Shanghai
- Population:1om ohangha
RiseammEESY g  ° YYuhan
*Chengdu * Hangzhou
GDP:107.93b GDP:111.11b
l?gqpulaﬂbh:ﬂ om Population:8.73m
GDP:196.5b
Population:12.7m
* Guangzhou
* Shenzhen
GDP:174.6b

Population:10.4m
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U.S. Gateways

Boston
Chicago

Houston

Seattle

Dallas

New York

Detroit

Washington




New China-US Flights 2014

® January Beijing to Honolulu (Air China)

® April Beijing to Honolulu (Hawaiian Air) 8§ :
® June Beljing to Boston (Hainan Airlines)

® June Beljing to Washington (Air China)

® June Shanghai to Dallas (American)

® August Guangzhou to New York (China Southern)
® October Shanghai to Guam (United)

® December Guangzhou-Wuhan to San Francisco (China Southern)
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Ports of Entry

Los Angeles NOW ARRIVING
PHOENIX:GATEWAY TO ARIZONA

San Francisco 21%
Chicago 10%
New York 8%
Seattle 3%
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B New Visa Policy as of 11/10

Validity of tourist and business visas extended
from 1tol0 years.

"This policy move will harness the colossal and growing
Chinese travel market for the direct benefit of U.S. job creation,
exports and economic growth. The effects will be both strong and
immediate...” Roger Dow, US Travel Assoc. President and CEO

“We've heard from tour companies that Chinese travelers want
to experience more of the United States. The longer visa
validity allows them to look beyond the gateways. It's sure to

benefit smaller cities and the nation’s heartland.” Pam Inman,
NTA president
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Take Aways

® Huge market growth

® Speed of change

® Phenomenal potential
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What do the Chinese Want?




Key China Trends

® Rapidly Evolving Profile of Chinese Travelers
® Leisure travel soaring: 63% share and rising
® Rapid shift from multi-destination to multi-experience

® Accelerating shift from package tours to FIT — 30%
and rising thanks to visa flexibility and rapldly growmg
sophistication of Chinese travelers SRSl O] Sgi= g

* Segmentation

O Group-50% O FIT-35%

O Business—%12 O MICE-2% O Medical—1%
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Key China Trends

Implications

Beyond-the-Gateway Potential: the
Chinese travel trade are hungry for
new itineraries and new tour products

FIT/Luxury Booming: FIT/luxury
travel products are rapidly becoming
established and will see the greatest
growth over the coming decade

MICE Market: China is a huge MICE
market, esp. for midsize and large-size
Incentive groups to the U.S.
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* General tourism/Sightseeing

* Shopping

« Adventure experiences
* Nature

« Sports & Sports Related *
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What do they Want in AZ?

New USA
® Iconic Locations
® Clean & Fresh

® Western USA — Cowboy Culture
® Native American

® Seasonal Weather

Warm West Coast
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The Independent Traveler (FIT)

Long accustomed to fly-by-night group tours, the new
Chinese tourist Is increasingly independent and demanding

of more unigue and authentic experiences when they

travel. While group tourism still dominates, brands face

challenges in serving the new Chinese tourist.

- Skift Report 2013
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Characteristics of independent

outbound Chlnese

Younger
* Richer

« More educated

* Enjoys indulging
 More connected
« Eager for unique travel experiences
* Plan extensively

« Stay in one destination for longer periods

S
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Traveler Traits and Preferences

“If | want the Chinese traveler, do | have to
have slippers and tea pots in the rooms"

* WiIll try local foods, but they also like Chinese.

* Well-appointed accommodations — (with Wifi!)

* Brand loyal

* They like busy agendas, some activities should be
planned.

* They like soft adventures

* They do like mixing with locals

« Having a bilingual guide or materials is a plus, but

not a deal-breaker.
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China Travel Trade Landscape

Traditional Travel Agencies

CITS TTS Spring Int’l Travel
CYTS U Tour GZL
CTS Jinjiang Tours Guangdong CTS

Receptive Services

Lulutrip Galaxy Tours All Americas

Lion Tours Hyde International American International Tours
|

OTAs — Online Travel Agencies

Ctnp Tuniu WOCIU
Qunar E Long Lulutrip
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How to Work with the Trade

* Suggested itineraries
“*general
“*niche-based

* Packages

* Receptive companies
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Our Marketing Activities
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Trade Activity & Opportunities

® Familiarization Trips (FAMSs)

® October 2013 & October 2014
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Trade Activity & Opportunities
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Where Do They Get Information?




Media Landscape

Newspapers — Over 200. 16 National Dallies with circulations
of 480,000+

Magazines - numerous. 50 lifestyle, tourism and fashion
magazines. Avg circulation 80,000+

Leading consumer travel publications: Conde Nast Traveler,
Voyage, National Geographic Traveler, Travel + Leisure, etc.
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Online and Mobile

Put it in perspective:

® Population = 1.37 billion
ONLINE
® Internet Users-686 million
® larger than the population of EU
MOBILE CONNECTION
® 700 million smart phone users

® 500 million mobile web users
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Soclal Media Landscape

® Portals- Sina, Sohu

HTIRIAIE

® Social network/Microblog -Weibo (Twitter) O weibo.com

® [IM/Chat — Wechat (Facebook)
® Video — Youku Tudou

® Other - social networking, forums

, cnm
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Selection Tools

1. Travel Agencies: Travel agencies remain the dominant
destination selection tool

2. Online channels: Including destination websites, travel portals,
social networking channels, and blogs are soaring in importance
as a destination selection channel

3. Word of Mouth: “Bragging rights” are extremely important in the
China market
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PR Activities & Opportunities

® Monthly enewsletters

® Press Releases

® Social Media (Weibo)

® 2 Press Trips and 7 Individual Journalists

® Sales & Media Mission January 2014
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enewsletter and Press Releases
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Social Media
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Chinese Media Press Trip Nov 2014

V|S|ted Phoemx I\/Ionument VaIIey Grand Canyon
Williams, Sedona, Tucson, Scottsdale

/ Journalists Representing: Outdoor Magazine, DEEP, BQ
Magazine, Travel+, Driving Tour Magazine,
Photographer/Blogger/Key Opinion Leader, Traveler &
Photograph
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Results
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Print Articles
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Chen Xia / Mushan Bonan




2"d Chinese Media Press Trip

Visited: Phoenix, Page, Antelope Canyon, Lake Powell,
Grand Canyon, Willlams, Sedona, Scottsdale

8 Journalists Representing: Fellow Traveler, Traveler &
Photographer, National Geographic Traveler, China.com,
Nan Fang Media Group, Conde Nast Traveler
Digital,eLong, Traveler Magazine
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Chinese Journalists

October 2013 Red, White and Blue, Qu Yuping, WITrip

December 2013  Golf Shoot Out, Qing Huang, Golf Digest
China and Wang Hao, Golf Week China

March 2014 Insiders Arizona, Zhang Bing, Travel + Leisure

May 2014 Grand Canyon Whitewater Rafting, Chen Xia,
Outdoor Exploration

FY 14 5 Individual Journalists
October 2014 Aged to Perfection, Wang Jiamel, Global Times
November 2014  Havasupal Falls, Kelvin Li, National Geographic

FY 15 to date 2 Individual Journalists
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Working Together
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Thank you!

Jennifer Sutcliffe, Travel Industry Marketing Manager
Kimberly Todd, Media Relations Manager-International
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